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Introduction require a new 

"^hinged context ^f^^ftary^ulpmen, tc , the 
iook at the question o£ Proving considerations ^xll^e 

if „ e are to find the narrow g lizatlon «*^ the P 

rsfurfnr^-curity °" th! ROC can be successful 

sued. 

AS suin£tions: 

^s^ions governing this study are: 

. _ ..m ^nntinue; 



1. 
2. 

3- 

4. 



US _ PR C normaUzation will continue, ^ 
There will- be no radical 
Sino-Soviet dls P u ;®L me nt to the ROC will 
Th e US defense comment „, itica l 

continue; £ive years, the P 01 - 1 

4 . Sver the next three to f xve y «^P° nS 

and Psychological x ror rtance°f ^ ^^ wi ^ ws 

to the ROC will be greate ^ lves . 

importance of the weat- 

lEiS-Si^I^^ctives settlem ent of the 

The basic US interest *»•£££" progress toward 

of force being used arms to 

The y^biectives governing the su PP 

the ROC are to: p ld int erpret 

- avoid actions which the ^„ which the 
as inconsistent -^h "no-a^ ation^ ^ fitment 
rtrshangraiToLunique to normalize relations 

with the PRC f RO c 

- maintain.conUdence on ^Efficiently 
ieaders and publxc that Taiwan ^ tabll 
secure to minimize the dang hinder OS-PRC 
ity or desperate acts that R0C atte m P t to 

normalization, xnciuding a P ^ 

involve other parties n 
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— avoid actions which might lead the 
PRC to conclude that we no longer have an 
important interest in the security of Taiwan. 

A rms Supply and Taiwan's Security 

Along with the deterrent effect of the US-PRC 
relationship, the US security treaty and the remaining 
US force presence on Taiwan, ROC access to US military 
equipment is a major element in Taiwan's sense of security. 
As our China policy evolves, the relative importance of 
these elements will change- Access to US arras will 
become increasingly important to the ROC to the extent 
that other elements of Taiwan's security equation 
appear uncertain in its eyes. Specifically, the eventual 
withdrawal of all US troops or changes in the nature of 
our security commitment would have that effect. 

ROC willingness to rely less on military factors 
in assuring Taiwan's security has evolved to some extent 
as a result of the conditioning effects of our policy, 
but the evolution has been heavily dependent on the 
assumption of our continued commitment to Taiwan's 

" defense. Somewhat grudgingly the ROC has come to 
appreciate the deterrent value of the PRC's preoccupa- 
tion with the Soviet Union and the PRC's related inter- 
est in detente with the US. The ROC has thus shown 
increasing resignation to the inevitability of a growing 
PRC military superiority and has accepted reduction in 
US force levels on Taiwan, MAP phase-out and FMS cuts, 
and non-supply of F-4s. Nevertheless, the view which will 
continue to permeate ROC society for the foreseeable 
future is that the PRC remains an unregenerate enemy and 

"that the island's survival is dependent on possession of 
a credible military deterrent aiid a continued US commit- 
ment to Taiwan's security. 

A Political Approach to Arms Supply 

• Current circumstances necessitate an even more 
political approach to decisions on supply of arms to 
Taiwan. The nature and level of our arms supply will 
obviously affect normalization of our relations with the 
PRC, but it will also have a major impact on the ROC's 
tolerance of a changing political and security environ- 
ment. To date the pattern of our arms supply, while 
posing no major problems with Peking, has contributed 
significantly to the flexibility with which the ROC 
has adjusted to rather drastic changes in its status. 
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•4-7, t-ho FRC evolve, however, the ROC 
As our relations Wltn ^ e f £ ^vo compensate for the 
may ask for more weapons to he ^ *°™? ty situation. 
w fl .ikeninq of its political and security 



Changed -ROC Access 
sWflcantly High orjvccess -- ^though a highor 

level o? supply, ^*?SSSe»^ ffrther'changes 
requests, could ease ROC ad]us tm-nc tion WO uld 

in the ROC-US rel ^ lo "f,^ p : l ^ e c onvey the wrong impres- 
disturb Peking. It could also con vey r norma i iza tion 

sion to Taipei ^ ut °^ on " e ^ ving further in that 
direction^d l^ncS-S^n inflexible ROC approach 
to toe politics of the Taiwan issue. 

• Greatlv_Reduced_Access ".Severely ^£^"4° 

US equipment ^^^^S^^r ° £ , 
ROC w-Ht"* c g*£ ^"developments on Taiwan seriously 
setting off a trai^ or aevei v interests. This 

harmful to our (and PO"*"* P £' co incided with other 
would be. particularly true if it ~^|^ mance would 

changes in our Cnl " a :P o11 ?* _lpar evidence that we were 
be interpreted on Taiwan as clea r eviden ^ ^ 

washing our hands of tn f * a "'* n - ld be the quickest 

political and ™i llta ^/* a °" S b "t toe issue is of such 

to arrive at such a ^^ment, but toe is society ,- 

fundamental i*P ortan " ^ ion t s «f would not be far 
including Taiwanese °PP°"^°"" c ^ clusi on. The result- 
behind in arriving at a similar c °"= 1 "" litica l 
ant erosion of confidence could lead t° Pol ^ 

dissension which would ^ere repression of popular 
current leadership, to severe "^ th ultimate 

unrest by a shaky ^^Tr^r'n"^ . A panic; 
disintegration of swial oraw detenorat- 

stricken government '« «"^ e *° ^e attempts to change 
ing situation could lead to ^sperate P. R . 
Taiwan's juridical status or ^™£ us resp onsibility 
fate. The readily perceived direct ub r y serio us 
for this state of affairs would confront us win 
problems at home and abroad. 

oontia.no, in »• »> ""t,^ -X! o.plbllitY . » 
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^ t^futld bV the ind-s) , a but ion facUity necessary 

from acquiring a cnemx 

to extrlct plutonxum. e 

• • = which have kept the ROO i nuc i e ar 

.would still taKe «• . 

a nuclear devxee.' 

. PekikXliS^ESi^ • -„ n the extent to which 

the PRC. . pekx "5 ifaoes not appear to co » 
. capabilities, b ^.^ion from other political r om _ 

& on the other as ^ ^ factors . 

situation in East Asx . ^ support fo r 

Peking <**«"%££ af ^Tevef that might e""^ 
the ROC should be o««ed conclude that it is 
Se leadership ln ™^es. On the contrary. lRtioft - 

V"tf S- "^""^ f to h demorrii- tL.ROC to 

■S ""* krit^S - "«S^ J » TeenTndications . 

^S^^r-^^'-^^-r- to be 

r/r "h- ^« s ^ t rcS e -iritSy *»*»-" 

become likely* 




DECLASSIFIES 



i'l PKOLt/a D *1 fut KAI04W JU<C«M j 



TOP PEC RET/SENSITIVE 



with the. ROC will be monitored by : .PRC susp«xous 

^° Ut °na dUn^ef t^s" IssCe coul^ undermine the posi- 
tiorof'those^ithin^^e^RC who advocate normalization 
or lead them to a change in attitude. 

Pa rticular PRC Se_nsi tivities - Given these various 

reasonable to conclude that Pek ing wo involveme nt with 

by an indefinite and formal "f milxtary in 

Taiwan. In this general co ^*t, £e *o ^ersome to 

actions would appear to be particularly 

Peking: 

— The introduction into Taipei's arms 

or modern amphibious equipment) ; 

- The creation in Taiwan of a §°5!S||i= sticated 

production capabilities) ; 

- The provision on a high priority basis of 

the ,_osLa4l£i^^^ 

(e.g., F-15 aircratt, TV guided bombs, advanced 

ECH systems) ; 

— The rapid introduction of large q uant ^|| CE 
of weapons into Taipei's inventory (e.g., an ENHANC, 
PLUS type of program) . 

'"' An additional, factor ^l,T^^^^ 
^loL^rrious^raponrsystemrChfc reLntiy inter- 
est the ROC would be available £r delivery, the 

Luf!n^ b some:hrrcha^ed U fnternatr on : environ en t 
Suiting from further progress ^^"^f 
reac^rtro-ngly It the" in^uctio^c, the ^eapons on 

circumstances . 
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fnircestr/cquire concoss.ons ee asv,e ^ 

Supply to the ROC, «.P e r "t U f Y ro r T aiwan and as the focus 
SE^'o^rTlo^S^S-r security relatxonshxp 

with the ROC. 
Third.CountaLSourcGS 

"under prevailing international- ^^^J^"* 
is little prospect of the ku doubtfu i, for ex ^^ ed 

Ipare us problems wxth the r ^ possibly Italy ^re 

n?ovided such weaponry, xsx f missiles to tne k 

Spared to supply ^^^.v. -h ^ffculty e _ 

°— th-u.h pac>:a r0 s ui c rp prr ab J^Jft. 

SSSffi a^d naval requirement^ X^^, 
readily pliable to the ef f icien cy. Sever tn 

sr&s coun y f £- E^n^.^^. 

r P precfa-V S °ecuce ouAey role in maxntaxnxng 
ROC military deterrent. 

■ i -,nd EconomicFactprs 

TcchnoloqiSii-^i-E^ 2 difficulties 

Thc ,0C has had no serious technologxc. q£ u£ 

in handling the Pf.^f^hnologically capable o£ 
equipment and ^"^^y contemplated under the 
absorbing any ol tnc wu 
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options presented later in this paper. Present 
projections indicate that Taiwan's economic resources 
would be sufficient to permit purchase of certain 
new weapon systems even in the event of drastically 
reduced FMS and Excess Defense Articles availabilities. 
Over the next five-year period, however, the capability 
of the ROC economy to support continued increases in 
defense spending at past rates will diminish. Moreover, 
the ROC would have to greatly reduce the size of its 
bloated army .and would have to sacrifice much of its 
current economic infrastructure program if it were to 
try to greatly improve its current military capabilities 
vis-a-vis the PRC*. (A discussion of ROC Economic Cap- 
abilities is presented in Annex A.) 
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II 

PRC Military Threat to Taiwan 

Although political factors will play an even 
greater role in determining our position on supply of 
military equipment to the ROC, the strictly military 
aspects of Taiwan's security and the ROC ' s preoccupation 
with these must be considered. The PRC military threat 
to the ROC as summarized below and discussed in Annex B 
assumes that there will be no change in the PRC-USSR 
confrontation; that the PRC will neither use nor 
threaten to use nuclear weapons in invading Taiwan; 
and that the US will not intervene at least initially 
in the event of a PRC attack: 

1) The Sino-Sdviet border confrontation is a 
major constraint on Chinese military resources. 
This confrontation will continue to tie up more 
than 40% of the PRC ground and air forces and 
the strongest of its three naval fleets — the 
North Sea Fleet — for an indefinite period. 
Nevertheless, the remaining available PRC 
forces would be sufficient to overcome ROC 
defenses; 

2) The PRC Air Force could gain air supremacy 
over the Taiwan Strait in a period of perhaps 
two or three weeks although only by accepting 
extremely high losses to the more sophisticated 
but considerably smaller ROC Air Force. Such 
losses would gravely compromise Peking's air arm. 
This assessment assumes the completion of the 
ROC's co-production program of 100 F-5Es and the 
provision of adequate hardening and anti-aircraft 
artillery and missiles for key ROC air defense 
assets; 

3) The PRC, utilizing only units of its East Sea 
Fleet, would establish naval supremacy in the 
Taiwan Strait. If control of the air had been 
gained, this could be accomplished in short order, 
perhaps in a matter of days. Once such supre- 
macy is established, PRC naval forces could 
isolate the off-shore islands and effectively 
blockade Taiwan's ports. 
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Either prior to or concurrent with the establish- 
ment of air and naval superiority, the PKC 
could assemble, load, ^ispatoh and assault 
beaches on Taiwan with an amphibious force or 
some IS. 000 infantry troops with equip ""ntplus 
an additional 75,000 lightly «*"»«* ( J?°°f bY 
using some 500 small landing craft. (These 
landing craft, which are ^gely 60 9 " f ^^, ilitary 
«*■„ and «hich are norma lly devoted^o^on^ ^ 

Sus'wou e id a n vfto ^mobilized countrywide.) 
These forces could probably maintain a beachhead 

ff.SSS.'S-.I. raVa^surerforfty-haa 
been established. 

5, in thr- * « r S^^^S^^J 1 ^'" 
" acguisltlon'of atr-to-air missiles and addr- 
tional more advanced aircraft. 
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ROC Force Composition 

" " •*-v. c *--inrt a determined PKC 

Th o ROC's inability to withstand »*e d ^ 

attack on its ov,n l«s neces sarily q T for 

contingency plans under the Hut forces xn 

active participation of ' h an attac k. Such 
Taiwan's defense xn the event u have 

planning, however, assumes that the R pR( , 

bi^^rs Lr^trafsLrrnred 

iFe/tenror S.^S^rtTn^-.^ -"*»• 
Given Taiwan's location, the nature of ^ e ^ he 

thread and role ^^f-^^ti^ struct/re of the 
island's initial defense, tne 

ROC military force would be. . 

j nrimarilv for air-to-air 

- an Ai^f" ^er^oS -a airlift 
capability against fighters ^^ ^^ 

forces, and to- c - uni1 -* ^ 

._ a navy e^X.^^-^^^*?^ 
. . PRC submarine forces ad i S sile_ b q ou P f ^ . „ 

"oroination wiTthe ROC Air Torce; 

._ a relatively ^i^^to-li resiles 
equipped ROC Army, including surface ^^ £orce> 
for air defense, oacKea d*. *■ 

ROC Deficiencies 

, nr R0C deficiencies in achieving such 
a milftS 1 ^- °are R °a C s follows: 

^^MSBse - -The u -PiThe e currL t ld co-prod C uction 

SSr-SMu Provi f th]1^ -f ^"completion 
combat capability for the next few y ^^ t Force 

of this program, h ^vcr, wi 1| and F . 10 0's) 



DECLASSIFIES 



11. 



will need to be replaced 

.„i These also will n«-«- 

filled by 36 f-l°/'°'^ ^n years. Depending » £ 
within the next five ^ c»^ a follo «-up aircralt 

^""thlV-l! Sf l" for the 19B0's. 

such as the *F vulnerable 

KOCAF unities on Uj^*^ 
to PRC bombardm ent. "^introduction of two tatm 
aircraft shc "" H ^K surface-to-air missile, one o q£ 

SL'rXrefdyTee^fpproved by the USG an^a^ui^ system 

^Lfn r anttaircraft art 1 llery.such es _ addition,^ 

would help cor " C ^ n a control equipment ?° r .^ e J^ 
^proved command and con tr vements in the al r 

de£enS 4 n y S center a"e nlcessary. 

operations cen^i, . ___ T he 

£?,£ moT^te ^^^%^^^^ 
gr eatly o^n-bered by PRC.n^ deficiency "^ 
are inferior. Its » , s high speea v 

limited defense against th nt ._ sh missiles. ^/ 

"?° at ? tampered by a limited »»^£?f ££»SnicationB 
is also hamperea w * . llv incompatible <-y ^ 

SSS delense^ficiLcies. 

^proved electronic co-vulnerability to attacK 
~ £ P^s rtyx d mrs d siles? h b t th. -.. ^-^i-s hip 
b cLn h ter P fou S ld S | ^/Vesetould best bunted 
missiles such as H«p~n construction of five been 

Saft'SSTt co-Productior '^Sencles in f W 

-hrte^s fmmefi^e Im o^ance Tbese -Id^ 
are of less i . oved aircraft lib a improved 

remedied with i™^ for sa le w the ROC) ^P 

Finally, a conv improved anti siio-f 

ships and aircraft and i P bombs< would add se 

the ROCAF, perhaps laser g y tQ partic ipate 

sidcrably to the ROCRF 

against an amphibious ac 
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OPTIONS 



introduction 

The options Presented bel0 „ relate t^ue stion^o 
supply of military equipment to th handU ng the 

China policy ob ^ c ^"; ed Th t o Y m inimize arms supply as 
issue in a manner designed w designed 

^obstacle to US-PRC n^malrzat.on to o commit ment. 

to maximize ROC confidence in the 

Th e options were ^^^^111^^ 
the ne xt three to five ye ars the P ^ the ROC 

logical importance of US »«PP^ t roili tary importance or 
will be greater $han the °^3f c ^ e R0C and prc will v ^ e " 
tne weapons themselves. Both tne k <r f the relative 

our handling of this issue as « £ dl £v erthe less , their 
importance the US attaches to J" may be asymmetric, 

factions to what we do ln ^his =pn e sianif leant restric- 
^example, th, . « ; «°f *J%g£ \T, ^^l averse 
SS."."^-^- SSht not be eguivalently favorable 

It is also worth.reiterating that »X ^-f^nts 

cannot be considered i""°^r rent effect of US : PKC 
Xf Taiwan's security: the aete ^^ n . d tne renaming 
relationship, our ^^^TTesTt^onts inextric- 
0S force Presence. Not onl ' iroport ance can -- and 

££ ^r^iftVarkedly depending on events. 



r- . „r. +-n n«=; Eauip^ent, 
Option I. Ooj^S^^^^^^^^i^r 

would Completely ^™™%™f tne next three to five 
immediately, or ^dually over Access_jo_Current 
years. Option II. ^f^ftrict-RO^icciiTw^place 

iypesandjievels, w ° ul f n r ^s inventory (e.g., the F-5E 
5OTroTTtiiraireaay in its invcn y extende d to 

program would be f^f^cent aircraft on a one-for-one 
replace additional °ksolescen wou id be authorizec,. 
basis) ; no new w f Hoc Accost toJiewJieaEOj^wouldat 

Option III, h^^S^-^^^^rTB^^t^ 5 ^'- 01 ^^ 
i?s lower range permit «««« s as unlike ly to.be 

ind new weapons which we w ° uld .^ vcd air -to-air missiles 
£ovocativc P to the PRC o ; , "pr ovc ""?*' ^risX 

Ld possibly Harpoon missi 1«K ^.^ run a highcr risk 

would permit access to new 
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of provoking the P« « ^^ E^r" 

necessary to shore up ROl, conuaent-L u*. _ 

growing PRC capability (c. g ..Harpoon^xss 1 le and 

asroc). option iv. SHS»i|gl^-g « *™°--* t new " ^ap1^i— 

would permit ROC access to a broad range o 
systems (e.g., large number of laser guided d 

afl ^fLse optlons"^^ £« l!"* -ul^ .not 

fnLfferfwithV ^•»» c SSLnS? ^somfcases 
unless under exceptional circumstances, 
we might encourage such ROC purchases. 

We have considered these options in light of the 
following criteria: 

1) the impact on our objective of reducing 
} the military component of Taiwan's security, 

,2) the effect on US-PRC normalization; 

3) the effect on Taiwan's confidence and 
stability; 

4) the deterrent effect against a PRC use of 
force to resolve the Taiwan issue; 

5) the effect on chances of ROC-PRC political 
accommodation; 

6) the ROC's economic and technological capabilities. 

' n pHnn i. Complete cut- Ojf. of Access- toJKKmSB™! 
This option would seek to^cli^nate or -ininize^o 
the greatest extent possible the «sue of US telations 
to Taiwan as an obstacle to nuj.i.i« _ Kon r qc 

be authorized for sale to Taiwan. 
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Advantages: 

— would promote normalization of US-PRC 
relot-.ions; 

- WOU ld impose least economic burden on the 
US and ROC; 

- upper range of option could eas e*£ Pres- 
sure for an abrupt arms supply S u *-°"t„™ 1 " 
offering ROC transitional period to adjust to 

new reality; 

— could be used as bargaining chip in 
negotiations with Peking; 

-■n-*«»fah at the risk of chaos on Taiwan, 
-~ .-lthou^h at tne rx acconunoda- 

would ■ urease pressures on ROC to see* 
•tion with the PRC. 

Disadvantages : 

- would cause deep erosion of ROC confidence, 
Xeading to possible ^isintegratior Idl o^lcate 

~ could cause PRC to' miscalculate our inten- 
tions viS respect to Taiwan, tempting it to use, 
or more likely to threaten to ^deteriorate, 
Taiwan's defense capabilities rapiaiy 

- would result in a'severe decline in our 
influence with the ROC; 

- so long as security treaty remained in 
effect, would. necessitate earlier and ™»* .„ 
tial US role in meeting our aerensi- 

event of PRC attack; 
, - might prompt accelerated KOC efforts to 
develop nuclear weapons; 
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— could cause serious concern in other Asian 
nations dependent on the US; 

— would endanger US investment on Taiwan. 

Option II. Freezing ROC Access to Current Types 
and Levels 

This option would place new limitations on arms 
supply to the ROC in order to improve the climate for 
US-PRC normalization. Over a three to five-year period 
■it would involve an unmistakable deterioration of ROC 
military capabilities relative to the PRC. Under this 
option we would permit continued access to spare parts, 
replacement of equipment of items already in the 
ROC inventory and „ certain improved models made neces- 
sary by phase-out of weapons in the US inventory (e.g., 
F-5Es, improved Hawk missiles). Under this option no 
new weapons systems would be authorized. An illustrative 
list of the kinds of equipment which could be provided 
under this option is at Annex CI. 

Advantages : * 

— could for a time at least reduce arms 
supply as obstacle to normalization of US-PRC 
relations; 

— would for the next few years maintain 
. a credible ROC military deterrence; 

— would preserve some elements of our arms 
relationship with, the ROC as a bargaining chip for 
later use with Peking; 

— would reduce US economic burden; 

— could over time help convey to the ROC 
our interest in its seeking accommodation with the 
PRC. 

Disadvantages : 

— as departure from present practice would 
erode ROC confidence in US support, possibly leading 
to instability on Taiwan or to ROC moves which 
could complicate our relations with the PRC; 
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— could over time tempt PRC to threaten the 
use of force since disparity in relative military 
power in the Taiwan Strait area would gradually 
increase; 

— to extent ROC*s self-defense capability 

is limited, would imply earlier and more extensive 
US role in the event of PRC attack; 

might prompt accelerated ROC efforts to 

develop nuclear weapons. 

Option III. Limited ROC Access to New Weapons 

This option is divided into a lower arid upper range. 
Under the lower range the ROC would not be permitted to 
obtain "controversial" new equipment; under the upper 
range we would permit limited acquisition of such 
equipment. We would define "controversial" as any major, 
new weapon which would be seen by the PRC as providing the 
ROC clear technological superiority or altering the 
current relative military "balance". Since we cannot be 
confident in assessing Peking's views, we would also 
have to take into account the role in the US inventory, 
and popular "image" of the weapon. 

Under the lower range ,we would permit the ROC to 
replace or modestly increase existing equipment (includ- 
ing F-5E aircraft) , and would also permit it to obtain 
new equipment which is not "controversial" (e.g., 
anti-tank missiles, certain kinds of ECM equipment, 
improved command and control systems for air defense; 
the Harpoon missile to. counter the rapidly* growing PRC Styx 
missile boat threat would be a borderline case). We 
assume the ROC would turn where possible to third-country 
sources for "controversial" weaponry and we would not 
interfere. Our objective under this lower range of equip- 
ment supply would be to maintain a balance between 
accommodating PRC sensitivies and fulfilling ROC needs 
for psychological confidence in its security. An 
illustrative list of the kinds of equipment which could 
be provided under this lower range option is at Annex C II. 

Under the upper range , we would permit the ROC 
to replace and modestly increase existing equipment, includ- 
ing a limited number of new equipment items the PRC might 
consider "controversial", but which would help to maintain 
ROC confidence in US intentions and in its ability to 
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aoal witTwTat it perceives to £ e »«i°« *&»£ 
PRC capabilities. iiovcveI l, X J v ^ll m ent available 
sources of such -^^1^ cJSeiied to supply our 
to the ROC, we would not tecic within 

equipment. The objective Oould be to g ^ concerns 
limits, greater emphasis «»„ risk of PRC 
over its security, while ™£^ ^ arms supp i y area, 
displeasure over our actions in v i se e xamina- 
Se would have to ^/"^^tn mind that the extent 
tion of all ROC requests ^ e ^ n S controverS ial" might 

to which ^y w ?^ onS =ertT m e or because of other 
well change, either over time or og and the two 
changes in the relationships betwee fl ^ fche 
Chinese parties u ^«*^ d °f bon-bs . An illustrative 

under this upper range optxon is a 

Advantages : j 

- should be sufficiently reassuring to ROC 
(particularly at upper range to £"•£ 
^fcu S nLn n t nrr P a°ct o fanj -ther changes 
In tne ROC's political environment, 

-. pro vides ^ ^Hty to deal ^^ 
^^^cSnSTlS'oSS events of Taiwan's 



security; 



-'would maintain credible ^h gradually 
deteriorating, ROC military deterrent, 

- would inhibit PRC temptation to use force; 

- would provide the US with a bargaining chip 
in later negotiations with the PRC- 




._ Particularly at upper «"*— £— st in 
normalirtLranfpetcefully resolving the Taiwan 
problem; 
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j *.+ risk to ROC (par- 
- might involve modest «J £ sci in a gradual 
ticularly: at lowerrangc^y %* ^V relative 

.„ provides the -ast precis^ractica^ 

lines for judging specm 

equipment; c 

economic capabilities; svst eraS 

may leaa to «"■ ^„ii V ered. 
PRC when weapons delivere 



PKC vnen ™^~- A ^es^o_ S ewKea E ons 



2Eii2ILiL^HH^^------^ the roc to attempt 

^nder this option «e "oul^pe capab iUties d 

not i9»ored. and serious offensive «P a ^^ p tion would 

is at Annex C IV. 

Adv^nta^es: ld en tail 

T7y .axi.i.in, ^C conf £ence, -£ sperati on 
least risk of HOC inst ability further 
and would cushion the ^mP cnv . ronment; 
changes in its poxj- 



more 



direct US involvement in Tax 
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Disadvantages : 

- would hinder normalization of US-PRC 
relations and the wider US objectives associated 
with it; : 

- would mislead ROC about US interest in 
achieving a peaceful resolution of the Taiwan 
probSin keeping with Shanghai Communique . 

- strain in US-PRC relations ™«" **|? ce 
the political deterrent against a PRC attack. 

- would place maximum burden on the ROC 
economy, ana would require substantial new US 
financial assistance; 

- PRC would be likely to view this course as 
an increased threat to it, and might augment its 

•own forces in the area; 

,„ M T-.fl tiltl es involved would mean deliveries 
into "rateTighries'orapprovals within this period. 
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ROC Economic Capabilities 

The economic factors which will determine 
the amount and pattern of ROC defense expenditure 
over the next five years are those of GNP growth, 
budget allocation and foreign exchange availa- 
bility.- We do not anticipate that any of these 
will constrain the ROC from making planned defense 
modernization purchases. But uncertainties, par- 
ticularly with regard to foreign exchange availa- 
bility, make it impossible to say how much more they 
may be able to spend. 

For the past decade, ROC defense expenditures 
as a percentage of GNP have fluctuated around 9-10%, 
remaining below the benchmark of 10% believed to be 
the upper limit set by the government. Consequently, 
while the military burden remained heavy, rapid 
economic growth permitted large rises in military 
expenditures without unduly burdening the economy. 
Over the next five-year ;pericd, however, the 
capability of the ROC economy to support continued 
increases in defense spending at past rates will 
diminish. The run of double-digit rates of real 
econ'omic growth enjoyed by the ROC in the past has 
ended. The projection for 1974 is 6-7%, and the 
GROC has signaled its acceptance of lower future 
growth rates in its New Economic Development Plan 
which projects an average annual rate of real growth 
of 8% through 1984 (see attached table). Moreover, 
the susceptibility of Taiwan' s. '.economy to interna- 
tional shocks will remain, as will her continuing 
dependence on limited sources of external finance, 
markets abroad for her exports, and imported raw 
materials. 

The current FY 75 budget reflects the govern- 
ment's determination to proceed with its planned 
defense program in spite of rising costs. Expendi- 
tures budgeted for defense have risen from $771 
million in FY 73 to $1.12 billion in FY 75 and are 
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expected to reach 51.5 billion in FY 79 (see table) 
Asa percentage of GNP, however defense expenditures 
have declined from 9.9% in- FY 73 to 8.6* (of pro 
jected GNP) in FY 75. Assuming annual rates of 
economic growth of 7-9%, self-f ^^^f^f^rlugh 
penditures should remain at 8-8.5% ° f GNPthrough 
FY 79 (when projected GNP will reach approximately 
$17 6 billion). It would be safe to assume that 
it is very unlikely defense expenditures would -- 
at a maximum -- exceed the 10% (of GNP) barrier, or 
$1.76 billion in 1979. 

Foreign exchange expenditures °n defense, 
including debt servicing, totaled ««>^^ xoa 
PY 73 The foreign exchange cost of requires 
material for the jovernment;s "^pons acquisition/ 
modernization program over the next five years is 
proiected at $1.15 billion, requiring an average 
Innual outlay of about $230 million (see table). 
However, debt servicing estimated at *«»£"" „ 
pv T975 is oroiected to rise to $98 million Dy « 
1979 Ind ^credits are expected to decline from 

i«« •--•«„ A n rv 75 to $10 million in FY 79- inus ' 
$80 million in FY ' m ur . To 

a foreiqn exchange shortfall is ±i*t.j-y *-« 
obtain additional funds to cover this shortf a"^ 
government would likely resort to additional inter 
y !• t ^.v-^^-,-4- financinq or a drawaown or roreign 
national "edit financing o substant ial reserves, 

exchange reserves . Ba °** a **„ t 1974 an d targeted 
■ $1,708 million at the end of August, "'' 4 " 
to remain reasonably constant after 1975 at 51 •* 

on its international financial position. 

While we feel reasonably confident that the " 
will b^suf ficient "change res rvcs to cover panne^ 

r^ficTith ^Lrance a about S maximum f amounrs of foreign 
be said with assurance aw m*.i,«iinh current 

exchange which might be .aval i^J^^f ^'Loply 
reserves are substan ^ a *' ™* ^ r projects costing 
committed to ten manor inf rastructure pruj _ , 
approximately $6 billion, energy costs are up snarp y 
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and overseas inflation rates are far from predictable. 
Illustrative of the fluctuations made possible by 
these factors is the $1. 45 -billion turn-around — 
from a $700 million surplus to a $750 million deficit 
in the ROC trade balance projected for 1974. Thus 
we can only suggest caution in using estimates of 
foreign exchange availability, the principal con- 
straint on future weapons acquisition. 

Clearly the ROC would have little difficulty 
in meeting the cost of US purchases contemplated 
in Option II. The ROC's projected resources are 
also adequate to meet the costs associated with 
Option III, though some strain would be likely in 
the upper range of J this option. Option IV would 
almost certainly require substantial and continuing 
drawdowns of foreign exhcange reserves. VJhile some 
foreign exchange for this purpose is likely to be 
available, the leeway for additional purchases be- 
yond those planned will be sharply circumscribed by 
energy. costs and inflation abroad and other important 
demands at home. 



TOP SECRET/SENSITIVE 



Mf\ 



V 



in < 
co 2; 



m 



mo 

vO O 



cs 
O 
in 



o 00 
cs 






E 



«r o 
*r o 

in r-H 



P mo 
<*l 2° 



Si 1 

M 
cm 

•Hi 






00 ^ 



in 



CO 

cs 



o t 

CO CO 
CM 



in 
en 



\o o 



CO o 

in 



00 



a 



o CS 
m vo 
cs 



<n eft 

• ■ 

m 



cs 






si 

cs 3 




o 
co 



tn 



1 



■8 
« 

Q> 

8 



S3A1CHV 1VN0HVN >M1V 030OOOIM )U 




<HIJISSV103a 



DECLASSIFIED 



:>■>;'■ £&*-•-'■'■" •-- .■.'. 

mreoouceo At tk K*noMi. «»o*vts 
TOl' — 



-J**P 



/E 




AS a result of the Sino-Soviet co^rontatxon, 

mi litary forces * ^"^S^l and SinXiang along 
regions of Shenyang. Pekin <3- Mt available for 

the Sino-Soviet border are P r ^ mainland Ele 
any direct assault on Taiwan ^ pleet 
merits of naval forces in the w units 

island incident. The tore 

1.6 million 

2,000 (fighters and bonders) 



Ground Forces 
Air Forces 
Naval Forces 

(North Sea Fleet) 



29 subs, .6 main surface 
force units, 44 "issiie 
boats, 78 torpedo boats 



loiSB^^^^^^ for an at tack 

The remaining PRC forces are ^^hese 1.9 million 

Taiwan include at least: t 



Ground Forces 

Naval Forces 
(East Sea Fleet) 



Air Forces 




22 submarines 
3 main surface 
force vessels 
79 missile boats 
106 torpedo boats 

2200 fighters and 

bombers: , _,.- 
970 MIG 15/17 
air defense 
fighters 
" 900 MIG-19 air 
defense fighters 
100 IL-28 bombers 



1977-1979 (est) 

950,000 

30-35 submarines 
16 main surface 
force vessels 
100-110 missile boats 
110 torpedo boats 

2500 fighters and 

bombers: ,«riroxi- 
including approxi 

m ately 900 »£ 19 
air defense fighter 
*£ 430 F-9 ground 
Stack fighters 
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1974 

120 F-9 ground 

and attack fighters 

40 TU-2 bombers 

70 MIG-15/17 ground 

attack fighters 

. -v. soa Fleet would be available 
Elements of the South Sea Fleet 
for augmentation as required. 

Scenario_for_Diiec^Jvs^ault 

A successful attack ^™£?&Vtf£ *} 
the PRC achieve air superiority over^ accomp li S hed 

Strait area. Th " °rost The %RC has an overwhelming 
but only at fea ^ ul n f Aircraft that could be used -- UP 
edge in the number of "rcra" he R0C . S 250 

to 9 !, 200 fighters ^ u f^ rs g from inadequate train- 
fiahter aircraft — but suii" . fc air missiles, as 
• fnl and an apparent dearth o^«r^o rqc f £ « e , 

a defensive combat element, tne s fcl air-to-air 

howevlr. has superior aircraft. ^ *£ A a pilots- 

Toss^thf F R cTo h ur d S ;ii»inate the HOC air threat 

f 4-v.o RO^ air threat, tne 
Following neutralization of the k%Umin ^ e 

large PRC East Sea "eet couia^ g ^ Sea 

„„,ii» r less well-equippea ™- greening and 

Ir y "s s ear^fThf n ofS ^SdL^^-sss- 

■ %£ a to d be a b b r°oughrinto Taiwan by sea. 

Fr0 m the pool of some 950 000 men a-Ua^cr^ . 
an amphibious assault o„T »- lY all thirty 

about 100,000 - couUbe sea ^ 50Q snall 

of the Navy's amphibious snip divis ions or 30,0ou 

fa fantry C troops ^^S^^^.^iS-. • a 

D O y roe some' 5 ~£ ^^Un^l^ 600 tanks the 
Army includes ?*« r *°°&° nlintain a beachhead for 
PRC forces <=° uld P" b e ? 10 - ugh to be reinforced in streng 
several days - ^^ /SJ ^V£ ch of 

* E ach of the 72 ^^h « -^..^ «-« l - 

the 24 Hawk launchers has 
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I„ mounting th. ^^.^-^It ^^K, to 
would probably use theirlui tea seal _ o£f a landing 
paradrop an airborne regiment t follow-on air-lifted 
beach, to seize an airfieia or, if an 
landing or air "^ y ^fplanned. to capture and 
administrative landing " e " | ive the roa in invasion force, 
hold a port in Taiwan £ ^!^ uippe a and small airborne 
0„ the o^f .f "^ c ^^f S oiatea ana eliminated by a 
force could be quicKiy j-=» f p 
numerically superior opposing force. 

scenario f or Blockade 

In order to establish an effective block ade^of^ 
Taiwan, it would be n^f*^ £»£* scenario for 
air and air defense "P^i^eef s missile boat force 
direct assault The East Sea Flee Chinmen a»d 
and small P» teo1 ~« rS5£lY of forces garrisoned on 
Matsu and P revent u s =^ Surface fleet units equipped 

ifofkadf artlr/eufraU^ S?S^ —iaUy armed 
navy. 



The Situa tion in 1977-1979 



In three to five years, the f ^prospects for 
successful attack,, although sti lt ^^iies and 
improved by the acquisition or a rqc alj . 

by additional more advanced aircraft. ^ acqu i rlng 
force, on the other "^1 ^"hing the PRC is likely 

1979 for deployment against 

• inabilities between the PRC and 
The disparity in capabilxtxe three tQ 

ROC navies will P^f^^^enS continues, the East 
five years. If th f, C ^ 9 to 15 submarines, four MSF 
Sea Fleet alone will add » ^ R0C n aval units 
units, and 22 to 40 missile boats. *£ ^ and anti-air 
probably will.be equipped with an anti s^ ^ 
fissile capability in the next 3 e Y^^ fchan the 
overall navy is expected to gr 
PRC navy. 
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PRC amphibious capabilities Probably ^ ™£ 

their small force, which consists mainly ° l 
landing craft, mostly 30 years of age or older. 

rhina's airlift capabilities almost certainly will 
continue n to S g a ro^ over the next three , to five .years. ^ 
New transports useful in military air1 *" u *L nm h^ 
are oeing'added each year through P£f^ s £°™ a £| 

USSR, UK, and US. chlna * a * *°£oods Only 5,000 or 
divisions totaling some 30,000 troops Only ^.^ 

so paratroops can be air -l« te ° ".": transDorts. It 
all P available military and ^« c ^^£ 8 Sdltional 
Is unlikely that China foresees a need lor «^" 
airborne units, so these forces will remain about 
the same over ke next three to five years. 

nh< na ^ caoability to establish a blockade of 
.^^"portr^harLrs will probably increase in 

the next three to five years. *™ g2 the ROC 
substantially larger a ^ fetter equip pea tn 
navy, will grow at a fast ",."^ r s ^"u be greater than 
Its naval s^"?; 1 ^. ^Zf^tcd addition of an 
^ t rsrir-anrant^arr^ss1 C le ? capability to the.KOC-s 

naval fleet. 






TOP SECRET/SENSITIVE 



iur OCbKLI 



. DECLASSIFIES 




wpnooycto *n»c mmionn. mchwcs ? 

TOP ._ i 

■ . ANNEX C I 



t^,**? 



^o^n. tt - FREEZING ROC ACCESS TO CURRENT TYPES AND LEVELS 



The following is an illustrative list of the 
kinds of equipment which could be made available to the 
ROC under Option II: 



Item 
F-5E aircraft 



F-104 aircraft 



High speed patrol 
boats (not hydrofoils) 



Improved Hawk battalion 



S2E ASW aircraft 



Comment 

completion of present co-produc- 
tion program of 100 and addi- 
tional aircraft but only_ to 
replace older models on one- 
for-one basis 

as replacement for currently 
held F-104' s or other models 

5 authorized; no additional 
except as replacements; 
Harpoon missiles not provided 

already approved; no increase 
beyond current one battalion 

sale of 16 approved; no addi- 
tional except as replacement 
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ANNEX C II 

OPTION III - LIMITED ROC ACCESS TO NEW WEAPONS 

LOWER RANGE 

The following is an illustrative list of the kinds 
of equipment which could be provided to the ROC under 
the lower range of Option III: 







Item 
F-5E and F-5B aircraft 

AIM 9E and AIM 9J air-to-air missile 
HH-3E helicopter 



High speed patrol boats, 
but not hydrofoils 



Harpoon Missiles 



I 



MK 46 torpedo 
S-2E aircraft 

Improved Hawk Battalion 

Vulcan air defense artillery 

Vulcan/Phalanx air defense artillery for ship board installatic 

Improved air operations center 

9-2 aircraft 



Comment 

in addition to 112 air- 
craft already approved 



long-range search and 
rescue 

up to 5 already approved; 
would approve up to 
additional 10 

would have to care- 
fully consider the 
implications of provi- 
sion on normalization; 
failure to provide Harpoon 
would encourage ROC to 
attempt to obtain sub- 
stitute weapons from 
third country source to 
counter the rapidly 
growing PRC Styx capa- 
bility 

for ASW use by surface ships 

for ASW use; sale of 16 
already approved 

one battalion already 
approved; could approve 
two additional 

for ROC Army 



UH-1H helicopters 



for forward air control and 
observation for ROC Army 

in addition to 100 already 
authorized 
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ANNEX C III 

OPTION III - LIMITED RO C ACCESS TO NEW WEAPONS 

UPPER RANGE ~ 

AnnexTll ^^° u" ^ ? f ^ ui P^"t listed in 
in addition: 9 P " hai ? S X " 9reater ™™*ers) and 



Item 

Harpoon anti-ship missile 
or laser-guided bombs 

C-130-H transport air- 
craft 

C-131 transport aircraft 
SH-21 helicopters 

ASROC (anti-submarine 
rocket) 



Comment 

to counter the rapidly grow- 
ing PRC Styx capability 

to replace current fleet 
of C-119 transports 

same as above 

for ASW and anti-ship missile 
defense 

anti-submarine missile launched 
from surface ships with 
homing torpedo 
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ANNEX C IV 



OPTION IV - SUBSTANTIAL ROC ACCESS TO NEW WEAPONS 

Would include all items of equipment in 
Annex C II and III, and in 'addition: 



Item 

Improved follow-up fighter 
aircraft 

All-weather fighter/ 
bomber 

Improved reconnaissance 
aircraft 

MK 37 Torpedos 
P-3 ASW aircraft 



Convert selected destroyers 
to guided missile destroyers 

Harpoon anti-ship missile 



liaser-guided bombs 



Comment 
could be YF-16 or YF-17 

probably F-4E 

probably RF-4C 

for use by submarines 

■P-3 is four-engine, 
long range and long 
endurance aircraft 



would be provided even 
if similar weapons were 
available from third 
countries 
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